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ABSTRACT 
 
Numerous empirical studies have extensively investigated perceived value as a unidimensional 
measure in the product and service setting. However, research scholars argued that this 
unidimensional conceptualization lacks validity and assumes that consumers have a shared 
meaning of value. Moreover, this unidimensional measure fails to give marketing practitioners 
specific direction on how to improve value. Thus, the multi-dimensional conceptualization of 
perceived value including five dimensions (quality, emotional response, monetary price, 
behavioral price and reputation) was employed to investigate service loyalty in the spa industry. 
This study aims to examine the relative effects of perceived value dimensions on satisfaction and 
trust and the impact of satisfaction and trust on loyalty. The moderating effects of destination 
equity are also taken into account. The empirical results support the significant impact of quality, 
emotional response, monetary price, reputation on satisfaction and trust as hypothesized. In 
contrast, no support was found on the link between monetary price and trust and between 
behavioral price and satisfaction and trust.  Consistent with previous studies, the impact of 
satisfaction and trust on loyalty constructs were significantly supported. The moderating effect of 
destination equity on the relationship between satisfaction and loyalty was significantly apparent. 
In contrast, no support for the moderating effect of destination equity on the influence of trust on 
loyalty was found. Implications of the results are discussed. 
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INTRODUCTION  
 
n the consumer marketing community, customer loyalty has long been regarded as important goal 
(Reichheld and Schefter, 2000). Both marketing academics and professionals have attempted to uncover 
the most prominent antecedents of customer loyalty (Yang and Peterson, 2004). Numerous studies have 
pointed out that two of the more effective means of generating customer loyalty are to delight customers (Lee et al., 
2001; Oliver, 1999) and to deliver superior value (Parasuraman and Grewal. 2000). Furthermore, in order to relate to 
a company, customers must have their trust won. Relationships are maintained based on the ability of company to 
keep its promise (Perin et al., 2006). However, there are forces that encourage variety seeking and switching 
behaviors (Beckett et al., 2000). These include: increasing awareness of alternatives (Meidan, 1996) and rising 
expectations (Ennew et al., 1995) as well as switching incentives (Lewis and Soureli, 2006). This, in turn, retaining 
customers becomes very difficult (Harrison, 2000). As a result, companies need to consider the antecedents of 
customer loyalty and their relative importance, in order that they may try to impact on them in the provision of 
services (Lewis and Soureli, 2006). 
 
RESEARCH OBJECTIVES 
 
The objectives of this research are threefold; first to examine the relative effects of perceived value 
dimensions and the nature of its effects on satisfaction and trust, second to examine the impact of satisfaction and 
I 
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trust on loyalty and third to investigate the moderating effects of destination equity on the link between satisfaction, 
trust and loyalty. 
 
LITERATURE REVIEW AND CONCEPTUAL DEVELOPMENT 
 
Perceived Value 
 
The construct of perceived value has been identified as one of the most important ingredients for gaining 
competitive edge (Parasuraman, 1997) and the most important indicator of repurchase intentions (Parasuraman and 
Grewal, 2000). Zeithaml (1988, pp. 14) has defined perceived value as „the consumer‟s overall assessment of the 
utility of a product based on perceptions of what is received and what is given. Briefly defined, perceived value is 
the result or benefits customers receive in relation to total costs (Woodruff, 1997). Perceived value is most 
commonly used as a unidimensional measure (Gale, 1994). However, research scholars argued that this 
unidimensional measure lacks validity (Woodruff and Gardial. 1996) and it assumes that consumers have a shared 
meaning of value (Petrick, 2004). 
 
Past research has developed multi-dimensional scale of perceived value in a product setting (Sweeney and 
Soutar, 2001) as well as in a service setting (Petrick, 2002). According to Sweeney and Soutar (2001), perceived 
value of product constitutes four dimensions: emotional, social, quality/performance and price/value for money. In 
addition, Petrick (2002) found that perceived value of service comprises five dimensions: quality, emotional 
response, monetary price, behavioral price and reputation. Quality was defined as consumers‟ judgments about a 
service‟s overall excellence (Zeithaml, 1988). Emotional response was defined as the descriptive judgment 
regarding the pleasure that a service gives the purchaser (Sweeney et al., 1998). Monetary price was defined as the 
price of a service as encoded by the consumer (Jacoby and Olson, 1977). Behavioral price was defined as the 
nonmonetary price of obtaining the service that included time and effort used to search for service (Zeithaml, 1988). 
Finally, reputation was defined as the status of a service as perceived by the consumer, based on the image of the 
supplier (Dodds et al., 1991). In this study, we believe that marketers could benefit from multidimensional measure 
of perceived value by allowing them to compare the relative importance of each dimension and identifying the 
dimensions that being perform well or poor in an attempt to give specific direction on how to improve value 
(Petrick, 2004). Consistently, Woodruff (1997) stated that the managers need in-depth understanding about what 
customer values to guide them how to respond efficiently. 
 
Satisfaction 
 
Past research has suggested that satisfaction is an excellent predictor of repurchase intentions (Petrick, 
2002). Rust and Oliver (1994) stated that satisfaction reflects the degree to one believes that an experience evokes 
positive feelings. Thus, satisfaction is an overall affective response due to the use of product or service (Oliver, 
1981). An assessment of satisfaction has been attempted using various perspectives and theories, e.g., 
expectation/disconfirmation model, equity, norm and perceived overall performance. According to Oliver (1980), 
there are four essential constructs in the expectation-disconfirmation model (Oliver, 1980): expectation, 
performance, disconfirmation and satisfaction. Customers can develop their expectations of a product/service 
performance from various sources of communication. After consumption, three possibilities can occur: zero 
disconfirmation can result when product performs as expected; positive disconfirmation can occur when product 
perform better than expected and negative disconfirmation can occur when the product perform below expectation.  
However, the use of expectations to measure satisfaction has been argued (Petrick and Backman, 2002). According 
to Barsky (1992), expectations have been frequently accepted as affecting satisfaction, yet there is inconclusive 
evidence that they directly lead to satisfaction or dissatisfaction. One problem with the model is that if one‟s 
expectations are decreased, their satisfaction must inevitably increase. Thus the model would suggest that consumers 
who expect and receive poor performance will be satisfied (LaTour and Peat, 1979).  Furthermore, based on the 
intangible nature of service, expectation on service are relatively weak. This makes information on expectations less 
concrete and less useful (Johnson, 1998). Thus, while expectations may assist in the understanding of satisfaction 
formation, they have been found to be detrimental in trying to predict future purchase intentions (Petrick and 
Backman, 2002). In this study, we have employed perceived performance model developed by Tse and Wilton 
(1988). According to this model, consumer dissatisfaction is only a function of the actual performance regardless of 
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consumers‟ expectations. This model is effective when customers do not know or not have enough knowledge about 
service performance, and only their actual experiences are evaluated to assess their satisfaction (Petrick, 2004). 
 
Trust 
 
Relationship marketing literature has documented trust as an important determinant of commitment 
(Ganesan, 1994). It is essential for brands to be perceived as being reliable and dependable, and the firm to be 
honest, trustworthy (Wang, 2002) since mistrust will decrease customer commitment and the likelihood of purchase. 
Trust is seen as an expression of security between partners when making an exchange (Garbarino and Johnson, 
1999) or as a willingness to rely on an exchange partner in whom one has confidence (Moorman et al., 1993). In this 
study, trust is defined as the expectation held by the consumer that the service provider is dependable and can be 
relied on to deliver on its promises (Sirdeshmukh et al., 2002, p.17). Previous studies have suggested that trust is 
composed of three variables: company‟s competence, benevolence and orientation toward problem solving (Barclay 
and Smith, 1997).   
 
The first variable, competence was defined as the degree to which partners perceive each other as having 
skills, abilities and knowledge necessary for effective performance (Barclay and Smith, 1997). The competence trust 
was found to be significant predictor of any repeated transaction (Sake, 1992) and buyer‟s trust in the retail and 
airline setting (Doney and Cannon, 1997; Sirdeshmukh and colleagues, 2002). Second, the perception of the 
benevolence is defined as behaviors that reflect an underlining motivation to place the consumer‟s interest ahead of 
self-interest (Ganesan and Hess, 1997). Benevolent behaviors are displayed in terms of proconsumer motivation, 
restraint on self-serving opportunism and a willingness to assume fiduciary responsibility (Morgan and Hunt, 1994). 
As a result, benevolent behaviors are often regarded as extra-role behaviors that are performed at a cost to the 
service provider with or without commensurate the benefits. Empirical evidence usually supports the effect of 
benevolence on trust (Hess, 1995; Smith and Barclay, 1997). Third, the consumer‟s evaluation of the company‟s 
orientation toward problem solving was defined as the degree to which they anticipate and satisfactorily resolve 
problems that may arise during and after the service exchange (Sirdeshmukh et al., 2002). It is recognized that 
problems often arise during service delivery due to heterogeneity nature of the service (Bitner et al., 1990). 
Furthermore, the way the service provider handles the problem in terms of nature and promptness of company effort 
can be good opportunity to prove commitment to service, which in turn create customer satisfaction and trust (Hart 
et al., 1990). Previous researches have found that two dimensions of trust: credibility and benevolence are highly 
correlated and operationally inseparable in practice (Kumar et al., 1995). Furthermore, the trust scale exhibited 
unidimensionality as a single factor emerged from the factor analysis (Doney and Cannon, 1997). Thus, trust was 
treated as unidimensional construct in this study. 
 
Loyalty 
 
Customer loyalty is critical for business to gain competitive advantage. First, it is much less expensive to 
retain current visitors than it is to seek new ones (Reicheld and Sasser, 1990). Further, loyal customers are more 
likely to discuss past service experiences positively than non-loyal customers, creating a potential for word-of-
mouth advertising at no extra cost to the service provider (Shoemaker and Lewis, 1999). Third, it secures the 
relationship between customer and service provider, when the customer is faced with increasingly attractive 
competitive offers, or the supplier‟s own shortcomings. Finally, loyal customers are more easily accessible than 
first-timers since organizations usually retain records, making targeted indirect marketing more feasible. This 
knowledge permits suppliers to precisely target the repeat segment and solicit direct responses to promotions (Reid 
and Reid, 1993). 
 
Oliver (1999, p. 34) has defined loyalty as „a deeply-held predisposition to repatronize a preferred brand or 
service consistently in the future, thereby causing repetitive same brand purchasing, despite situational influences 
and marketing efforts having the potential to cause switching behavior.‟ When a customer is loyal, he or she 
continues to buy the same brand, tends to buy more and is willing to recommend the brand to others (Hepworth and 
Mateus, 1994).  
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Loyalty has been measured in the following ways: (1) the behavioral approach, (2) the attitudinal approach, 
and (3) the composite approach (Jacoby and Chestnut, 1978). The behavioral perspective defines loyalty as actual 
consumption, as a sequence of purchase (Brown, 1952), as proportion of market share (Cunningham, 1956),
 
as 
probability of purchase (Frank, 1962), as duration, as frequency and as intensity (Se-Hyuk, 19962). This behavioral 
approach was viewed as producing only static outcome of a dynamic process (Dick and Basu, 1994). In contrast, the 
attitudinal approach goes beyond overt behavior and expresses loyalty in terms of consumers‟ strength of affection 
toward a brand (Backman and Crompton, 1991). Finally, composite measures of loyalty integrate both behavioral 
and attitudinal dimensions. Day (1969) argues that to be truly loyal, a consumer must both purchase the brand as 
well as have a positive attitude toward it. This composite approach seems to be the most comprehensive, it is not 
necessarily the most practical. It has serious inherent limitations, simply because of the weighting applied to both 
behavioral and attitudinal components.  
 
The measurement of loyalty in a tourism context is particularly difficult, since the purchase of a tourism 
product is a rare purchase (Oppermann, 1999). It does not occur on a continuous basis but rather infrequently (Jago 
and Shaw, 1998). It can also be covert behavior as reflected in intention to revisit in the future (Jones and Sasser, 
1995). Bei and Chiao (2001) remind us that loyalty is hard to measure, since the process of repetitive purchase might 
be due to convenience, habits or no alternatives. Hennig-Thurau and colleagues (2002) state that loyalty is more than 
a repetitive purchase but it is also related to appreciation and commitment. Loyal customer is publicizing the 
company and its products through positive word of mouth and through a desire to maintain that relationship 
(Hennig-Thurau et al., 2002), which is the focus of the current study. This loyalty refers to committed behavior that 
is manifested by propensity to participate in a particular recreation service and recommendation to others 
(Oppermann, 2000; Backman and Crompton, 1991). This definition is supported by Jones and Sasser (1995) who 
argued that intent to repurchase is a very strong indicator of future behavior.  
 
Destination equity  
 
Brand equity is regarded as a critical concept because marketers can gain competitive advantage through 
successful brands (Lassar et al., 1995). Brands with high equity enjoy the opportunity for successful extensions, 
resilience against competitors‟ promotional pressures and creation of barriers to competitive entry (Farquhar, 1989). 
A strong brand can differentiate a product from its competitors (Lim and O‟Cass, 2001), reduce search costs 
(Assael, 1995) and minimize perceived risks (Berthon et al., 1999). Brand equity has been examined from two 
different perspectives- financial and customer based. The first refers to the financial asset value it creates to business 
franchise (Simon and Sullivan, 1992). The second perspective is customer-based (Keller, 1993). It is defined as the 
differential effect of brand knowledge on consumer response to the marketing of brand. Financial valuation have 
little relevance if managers do not know how that value is created from customer‟s perspective and how to exploit 
that value by developing profitable brand strategies (Keller, 1993). 
 
This study focuses on customer-based brand equity proposed by Keller (1993). Customer-based brand 
equity is defined as the differential effect of brand knowledge on consumer response to the marketing of the brand. 
That is, it involves consumers‟ reactions to an element of marketing mix for the brand (Keller, 1993, p. 8). 
Regarding sources of brand equity, different dimensions appear in different frameworks. Aaker (1991, 1996) and 
Keller (1993) are the most frequently referred in this research area (Anselmsson et al., 2007). Aaker (1991, 1996) 
separates brand equity in four dimensions: loyalty, awareness, perceived quality and associations. Keller (1993) 
discusses brand equity in terms of awareness and image. This study focuses on Keller‟s dimension which will be 
explained in more detail below. The application of branding theories is well documented in the generic marketing 
literature, however, the application of branding theories to service and tourism context is relatively new (Hosany et 
al., 2006). In tourism, there is one study which measure brand equity of Slovenia as tourism destination (Konecnik, 
2006). 
 
According to Keller (1993), brand equity or brand knowledge comprises two dimensions: brand awareness 
and brand image. Brand awareness is related to the strength of the brand node in memory, as reflected by customer‟s 
ability to identify the brand under different conditions (Rossiter and Percy, 1987). It reflects the presence of a brand 
in the minds of customers (Konecnik, 2006) Brand awareness consists of brand recall and brand recognition (Keller, 
1993). Brand image is defined by Keller (1993) as perceptions about the brand as reflected by the brand association 
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held in consumer memory. In tourism research, destination image is defined as an attitudinal concept of the sum of 
beliefs, ideas and impressions that a tourist hold of a destination (Crompton, 1979). An increasing number of 
research supports the view that destination image consists of two dimensions: cognitive and affective (Hosany et al., 
2006). The cognitive component can be interpreted as beliefs and knowledge about physical attributes of a 
destination, while the affective component refers to the feelings towards the attributes and environments (Baloglu 
and McCleary, 1999). In this study we apply the concept of branding into the service/tourism context by 
investigating the effects of brand or destination equity on the link between satisfaction and loyalty as well as the link 
between trust and loyalty. 
 
HYPOTHESES DEVELOPMENT 
 
Hypothesized relationship between perceived value and satisfaction 
 
Empirical research have shown that perceived value is a key determinant of repurchase intention (Cronin et 
al., 2000; Petrick 2004). However, others have provided evidence that the effect of perceived value on repurchase 
intention was completely mediated via customer satisfaction (Patterson and Spreng, 1997). Based on equity theory 
(Oliver and DeSarbo, 1988), customers are inclined to feel equitably treated if they perceive that the ratio of their 
outcome to inputs is comparable to the ratio of outcome of inputs experience by the company. As a consequence, 
they are more likely to be satisfied with the service (Bolton and Drew, 1991). In light of the preceding discussion 
and findings we propose that: 
 
H1a:  Perceived value (quality dimension) will positively influence customer satisfaction. 
H2a:  Perceived value (emotional response dimension) will positively influence customer satisfaction. 
H3a:  Perceived value (monetary price dimension) will positively influence customer satisfaction. 
H4a:  Perceived value (behavioral price dimension) will positively influence customer satisfaction. 
H5a:  Perceived value (reputation dimension) will positively influence customer satisfaction. 
 
Hypothesized relationship between perceived value and trust 
 
Morgan and Hunt (1994) have pointed out that trust being a key element in developing strong and long-
term relationship with customers. Furthermore, they have indicated that the benefits of the relationship are 
precursors of trust. The perceived value of a service can be considered part of the benefits of the relationship 
(Sanchez-Garcia, 2007; Singh and Sirdeshmukh, 2000). When customers perceive the benefits (monetary, 
functional, emotional, prestige, and effort) received higher than the costs of obtaining such benefits, customers are 
more inclined to put more trust in the service provider and maintain relationship. Although some scholars have 
posited causality in a different direction (Sirdeshmukh et al., 2002) that trust is an antecedent to perceived value. 
 
H1b:  Perceived value (quality dimension) will positively influence trust. 
H2b:  Perceived value (emotional response dimension) will positively influence trust. 
H3b:  Perceived value (monetary price dimension) will positively influence trust. 
H4b:  Perceived value (behavioral price dimension) will positively influence trust. 
H5b:  Perceived value (reputation dimension) will positively influence trust. 
 
Hypothesized relationship between satisfaction and loyalty 
 
It is well established in the packaged good markets and service markets that the major determinant of 
customer loyalty is satisfaction (Oliver, 1999). In particular, research evidence also supports that satisfaction is a 
precursor of trust, retention and repeat purchase intention (Olsen, 2002). However, the relationship between 
satisfaction and behavioral intention is non-linear, indicating that when satisfaction rises above a certain threshold, 
loyalty climbed rapidly vice versa (Oliva et al., 1992). If they are satisfied, they will be more likely to continue to 
purchase. Similarly, if they are dissatisfied, they will be more likely to switch to another alternative (Oliver and 
Swan, 1989). However, it is important to note that the degree of satisfaction‟s impact on loyalty is not the same for 
all industries or all situations (Kozak and Rimmington, 2000; Fornell, 1992). Based on the above discussion, the 
hypotheses are developed as follows: 
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H6:  Customer satisfaction will positively influence loyalty. 
 
Hypothesized Relationship between trust and loyalty 
 
The literature has shown that trust is a precursor of commitment (Sanchez-Garcia et al., 2007). Kramer 
(1999) considers that trust reduces the transaction costs of searching information on prices and alternatives available 
in the market. The higher the level of trust is hold by customers, the lower the transaction costs, and the greater 
commitment to service provider. Additionally, trust is a feeling of security, based primarily on the belief that one 
party‟s behavior is guided by favourable intention towards the best interests of the other, and secondly on the 
competence of a business to keep promises (Delgado-Ballester and Munuera-Aleman, 2001; Lewis and Soureli, 
2006). Because of emotional nature of loyalty, trust in service provider‟s reliability and integrity is very important 
(Bejou et al., 1998) As a result, we hypothesize that 
 
H7:  Customer trust will positively influence loyalty. 
 
The moderating effects of destination equity (destination awareness and image) 
 
According to literature review, we have found that awareness of product is essential, first stage model in 
consumer behavior. Ehrenberg and Goodhart (1989) presented that there are three stages of purchasing and 
consuming: awareness, trial and repeat buying (ATR). Russ and Kirkpatrick (1982) suggested five stages: 
awareness, interest, desire, action and reaction. All of these models suggested that for repeat buying to occur, there 
must first be a trial purchase and consumption. Furthermore, for trial purchase to occur, there must first be 
awareness (Milman and Pizam, 1995). Though, product awareness is a first and necessary step to repeat purchase, it 
is not a sufficient one. Awareness may not always lead to purchasing behavior. Fesenmaier et al. (1993) found that 
information collected by travelers at welcome center information did not actually influence travel behavior. 
Awareness results in curiosity that leads to trial. Therefore for a tourism destination to be successful it must first 
have awareness and positive image (Milman and Pizam, 1995). Furthermore, several studies have illustrated that 
destination images influence tourist behavior (Hunt, 1975, Pearce, 1982). That is, destinations with strong positive 
images are more likely to be considered in the travel decision process (Woodside and Lysonski, 1989). Many studies 
found that positive images of destination influence destination loyalty (Hernandez-Lobato et al., 2006), and 
intention to revisit (Gibson et al., 2008; Kaplannidou and Vogt, 2007). Additionally, literature in product branding 
also indicates that image of a country can influence product preference (Knight and Calantone, 2000; Parameswaran 
and Pisharodi, 2002; Laroche et al., 2005). That means that people‟s beliefs and affects about a specific country 
affect their behavior in relation with the products originating in that country (Parameswaran and Pisharodi, 2002; 
Montesinos, 2006). As Keller proposed that brand equity (in this regard, destination equity) should result in (1) 
biased processing of information, (2) persistent attitudes or beliefs that are, (3) resistance to change and (4) 
behaviours that are influenced by those beliefs. Spa tourists or customers who posses high level of destination 
equity; that is having aware of destination (Pattaya, Thailand) and having positive images of Pattaya, are more likely 
to process information about spa services favorably and to display relatively higher loyalty toward spa services 
industry in Pattaya. Consistent with Raggio and Leone (2007), they indicate that brand equity acts as a moderating 
effect between marketing activities and brand value. As a consequence, we hypothesize that 
 
H8:  The higher the level of destination equity as perceived by customers, the greater is the likelihood that 
customer satisfaction will lead to greater customer loyalty 
H9:  The higher the level of destination equity as perceived by customers, the greater is the likelihood that 
customer trust will lead to greater customer loyalty. 
 
RESEARCH METHODOLOGY  
 
This study selected health tourism, spa industry in Pattaya, Thailand. Pattaya was ranked as one of the top 
five major destinations in terms of tourist revenue (www.tat.or.th). Target populations are international tourists who 
have used spa service (e.g. spa treatment, Thai traditional massage, foot massage) in Pattaya. Derived from 
indefinite population formula for determining sample size, the calculated sample size for this study is 385. The 
researcher team recruited for additional 100 sample as a buffer against invalid questionnaire. Consequently, total 
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sample size for this study is 485. The quota sampling method is employed by allocating 16-17 sample from each of 
30 spa services in Pattaya. Total duration of data collection was one month. The first draft of the questionnaire was 
subjected to pretesting with total respondents of 40. 
 
Measures 
 
Perceived value was measured by using 25-item scale of five dimensions with composite reliability scores 
greater than 0.70 (Petrick, 2002). Satisfaction was assessed using a three-item scale based on Oliver and Swan 
(1989) and Patterson et al. (1997) with seven-point Likert rating scale. Trust was measured using a six-item scale 
adapted from previous studies by Crosby et al. (1990) and Doney and Cannon (1997). The scale reliability in these 
studies was quite high with alpha coefficients at 0.89-0.94. Regarding loyalty, this study focuses on attitudinal 
loyalty which was operationalized using the five-item scale developed by Muncy (1983). This four-item scale asked 
questions about brand preference, consumer willingness to repatronage as well as recommendation the service 
provider to others. The loyalty scale demonstrated substantial internal consistency with reliability estimates of 0.91 
in the previous study of Pritchard et al. (1999). To measure destination equity which comprises two dimensions 
(awareness and image), we applied the four-item 7-point Likert scale from Konecnik (2006) and from Yoo et al. 
(2000) to measure awareness of destination. With regards to destination image, researchers suggested two ways of 
measuring image which are: (1) attribute-based component and (2) holistic component.  
 
Results 
 
Total number of questionnaires distributed was 485, but only 479 questionnaires obtained were valid. It can 
be indicated that there is almost equal split in the gender of respondent (49% are male; 51% are female). 46% of 
them are 25-44 years old. Half of them are married. The majority of them achieves bachelor degree and come from 
administrative/ managerial level. Most of them have monthly household income level between 1,626-2,000 US$. 
The majority of them come from Europe (30%), East Asia (20%) and the Americas (20%). 
 
The preliminary analysis revealed that the measurement scales of quality, emotional response, monetary 
price, behavioral price, reputation, satisfaction, trust, loyalty, destination awareness and destination image had 
acceptable internal consistency, which was evidenced by Cronbach‟s alpha of 0.90, 0.92, 0.91, 0.91, 0.91, 0.91, 
0.92, 0.88, 0.81 and 0.84 respectively which exceeded the threshold value of 0.70 (Nunnally 1978). Exploratory 
factor analysis (EFA) was conducted using principal component analysis on measurement scales of each construct 
and only one factor was extracted as expected, which explained approximately 81, 80, 78, 85, 85, 85, 80, 85, 85 and 
84 percent of the total variance respectively. The findings indicated that all constructs satisfied the criteria of 
unidimensionality and reliability and therefore could be used for further study.  
 
Following EFA, confirmatory factor analysis using AMOS version 4.01 was undertaken for scale 
purification and assessing the psychometric properties of measures in terms of testing convergent validity and 
reliability properties of the measures. To improve both model fit, the items with unacceptably low squared multiple 
correlation were removed. Through the iteration process, three items were remained for most constructs except 
destination image. Due to the lack of degrees of freedom, an overall fit criteria could not be obtained from three 
items in a single-factor model.   
 
The findings of the confirmatory factor analysis revealed that factor loadings of all constructs were all 
significantly high ranging from 0.74 to 0.97 which exceed the critical value of 0.5 for adequate individual item 
reliability, providing support for convergent validity (Bagozzi and Yi, 1988). Moreover, t-values of the factor 
loadings were all statistically significant (t-value > 1.65) ranging from 15.77 to 32.92, providing some support for 
convergent validity of the constructs (Anderson and Gerbing, 1988; Bollen, 1989).  These findings indicated that all 
indicators were related significantly to the construct with low standardized residuals which satisfied the requirement 
of internal consistency and adequate fit of scale items as shown in Table 1.  
 
Additionally, the assessment of internal consistency of the measurement scale was conducted through the 
examination of composite reliability and variance extracted measures for each construct. Composite reliability 
represents the shared variance among a set of observed variables that measure an underlying construct while 
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variance extracted measures reflects the overall amount of variance in the indicators accounted for by the latent 
construct (Fornell and Larcker, 1981). The findings showed that all composite reliability of constructs exceeded the 
threshold level of 0.7 ranging from 0.85 to 0.93, indicating high internal consistency of the measurement scales 
(Fornell and Larcker, 1981; Bagozzi and Yi, 1988; Hair et al., 1998). Finally, average variance extracted score for 
all constructs were close to and exceeded the recommended level of 0.5 ranging from 0.53 to 0.82, indicating that a 
higher amount of variance in the indicators was captured by the construct compared to that accounted for by 
measurement error (Fornell and Larcker, 1981; Hair et al., 1998). The composite reliability and average variance 
extracted of each construct are summarized in Table1.  
 
 
Table1: Summary of Measurement Model Results 
Construct No. of items Factor loading 
Composite reliability 
coefficient 
Average variance 
extracted 
Quality 3 0.85 - 0.90 0.93 0.81 
Emotional response 3 0.82 – 0.93 0.92 0.79 
Monetary price 3 0.78 – 0.92 0.90 0.75 
Behavioral price 3 0.82 – 0.99 0.91 0.78 
Reputation 3 0.78 – 0.99 0.91 0.78 
Satisfaction 3 0.83 – 0.91 0.85 0.53 
Trust 3 0.81 – 0.97 0.93 0.82 
Loyalty 3 0.80 – 0.97 0.91 0.78 
Destination awareness 3 0.82 – 0.95 0.91 0.77 
Destination image 4 0.74 – 0.83 0.86 0.61 
 
 
Multicollinearity Issues 
 
Before estimating the hypothesized conceptual model, multicollinearity testing among independent 
variables is highly recommended to identify the correlation problem among independent variables (Hair et al., 1998; 
Tabachnick and Fidell, 2001). The correlation values between constructs exceeding 0.90 can be indicative of 
multicollinearity (Hair et al., 1995). The assessment of multicollinearity can be conducted through examining the 
tolerance value, variance inflation factor (VIF) and condition index (Hair et al., 1998). The tolerance value is the 
amount of variability of the selected independent variable not explained by the other independent variables while 
VIF is tolerance‟s inverse. The cut-off points for tolerance value and VIF are 0.10 and 10 respectively. The VIF 
value , the inverse of (1-R
2
), should be close to 1.00, which indicates little or no multicolinearity and a cutoff value 
of 10.00 is considered as an acceptable VIF. Thus, a small for tolerance and a large VIF are indicative of 
multicolinearity. Lastly, multicolinearity can be identified by condition index which is a measure of the dependency 
of one variable on the others and represents the collinearity of combinations of variables in the data set.   Hair et al. 
(1998) suggested that a condition index threshold of 30 for a given dimension, coupled with at least two variance 
proportions for an individual variable greater than 0.50, is the criterion for multicollinearity. According to the 
correlation matrix (Table 2), all correlations between the independent variables were well below 0.90, indicating low 
multicolinearity problem. Both tolerance values (0.39-0.70) and VIF (1.43-2.53) from the multiple regression 
analysis were in the acceptable threshold. In addition, only one variance proportion for an individual variable was 
more than 0.50 at the condition index at 27.06 for all measures were lower than 30 in the analysis. The results show 
that multicollinearity is negligible in this study. 
 
To verify discriminant validity between constructs, AVE should be greater than the squared correlation 
between a construct and other constructs in the model. Therefore, the square root of the AVE was presented at the 
diagonal of the correlation matrix shown in Table 2 for the purpose of comparing with the correlation coefficient 
between constructs (Green et al., 1995). Adequate discriminant validity was evident, because the diagonal elements 
are greater than the off-diagonal elements in the corresponding rows and columns. 
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Table 2: Intercorrelations Among Refined Measures and Average Variance Extracted 
 Y1 Y2 Y3 X1 X2 X3 X4 X5 X6 X7 
Loyalty (Y1) .78          
Satisfaction  (Y2) .48** .53         
Trust (Y3) .37** .51** .82        
Quality (X1) .29** .38** .58** .81       
Emotional Response (X2) .23** .34** .36** .46** .79      
Monetary Price (X3) .23** .18** .05 .14** .27** .75     
Behavioral Price (X4) .31** .15** .08 .14** .22** .70** .78    
Reputation (X5) .36** .30** .30** .36** .33** .27** .51** .78   
Destination Awareness  (X6) .22** .16** .26** .23** .06 .09 .10** .07 .77  
Destination Image (X7) .21** .13** .01 -.14** -.12** .14** .17** -.05 .16** .61 
Note: ** Correlation is significant at the 0.01level (1-tailed), **Significant at p < .001 
*Correlation is significant at the 0.05level (1-tailed), *Significant at p < .05 
Diagonal is square root of average variance extracted 
 
 
Recursive Path Analysis: Empirical Testing of Hypothesized Model 
 
After having satisfied the requirements arising from the measurement issues of confirmatory factor 
analysis, a test of structural relationships using AMOS version 4.01 was conducted to assess the data-model fit and 
the hypothesized relationships between theoretical constructs. The structural model achieved an overall good fit. The 
chi-square/degrees of freedom ratio was within the recommended level of 2.00 to 3.00 (2 / df = 2.82), indicating an 
acceptable fit, and all goodness-of-fit indices were in the desirable ranges. Though the chi square goodness of fit 
was significant (2  = 628.89, df = 223, p < 0.000), all measures of fit for the structural model indicate sound fit 
statistics: goodness-of-fit index (GFI) = 0.904, adjusted goodness-of-fit index (AGFI) = 0.871, root mean square 
residual (RMR) = 0.095, Tucker-Lewis index (TLI) = 0.953, comparative fit index (CFI) = 0.962, normed fit index 
(NFI) = 0.942, and root mean square error of approximation (RMSEA) = 0.061). The structural model output 
displayed in Table 3 shows that the model explained a substantial portion of the variance in all the endogenous 
variables; satisfaction 22%, trust 39% and loyalty 24%.  
 
 The hypothesis testing was accomplished by examining the completely standardized parameter estimates 
and their associated t-values.  One-tailed tests of significance were used to determine the significance of each path 
coefficient. In general, estimates were consistent with expectation because all hypothesized relationships were 
significant (p < 0.001 and p < 0.01) and in the expected direction, with the exception of the relationship between 
monetary price and trust and between behavioral price and satisfaction and trust. The results demonstrated that 
quality, emotional response, monetary price and reputation had significant, positive impacts on satisfaction and trust 
as hypothesized. In addition, the hypothesized relationship between satisfaction and trust and loyalty constructs were 
significantly supported. In sum, quality was found to be the most powerful predictor of satisfaction ( = 0.269) and 
trust ( = 0.531) while satisfaction was found to be the most powerful predictor of loyalty ( = 0.409) followed by 
trust ( = 0.138). The final structural equation model, shown in Table 3, indicated support for five hypothesized 
paths in the theoretical model at the significant level of 0.001 (t > 3.09) and four hypothesized paths at the 
significant level of 0.01 (t > 2.33). The standardized path coefficients along with its associated t-values were 
displayed in Table 3.  
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Table 3:  Summary of Hypotheses Testing Results Without Moderator Effects 
H: From To Standardized estimate t-values Supported 
H1a Quality Satisfaction 0.269 5.181 Yes**** 
H1b Quality Trust 0.531 10.467 Yes**** 
H2a Emotion response Satisfaction 0.165 3.214 Yes**** 
H2b Emotion response Trust 0.106 2.376 Yes*** 
H3a Monetary price Satisfaction 0.132 2.340 Yes*** 
H3b Monetary price Trust -0.077 -1.566 No 
H4a Behavioral price  Satisfaction -0.085 -1.433 No 
H4b Behavioral price Trust -0.022   -0.417  No 
H5a Reputation Satisfaction 0.168 3.300 Yes**** 
H5b Reputation Trust 0.112 2.534 Yes*** 
H6 Satisfaction Loyalty 0.409 7.473 Yes**** 
H7 Trust Loyalty 0.138 2.715 Yes*** 
Squared multiple correlations for   Satisfaction: 0.229, Trust: 0.388 and Loyalty: 0.245                                
Model Goodness-of-fit statistics: Chi-square = 628.89, Degrees of freedom = 223, 2 / df = 2.82, p value = 0.000, GFI = 
0.904, AGFI = 0.871, RMSR = 0.095, TLI = 0.953, CFI = 0.962,  NFI = 0.942 and RMSEA = 0.061  
Note: *p = 0.10, **p = 0.05, ***p = 0.01, ****p = 0.001 
Based on one-tailed t-tests: t-values > 1.28, p < 0.10: t-value > 1.65, p < 0.05: and t-value > 2.33, p < 0.01, and t-values > 
3.09, p < 0.001 
Emotional Response
Behavioral Price
Monetary Price
Reputation
Satisfaction
Trust
Loyalty
Destination Equity 
(Destination Image + Destination Awareness)
H6:0.41
H7:0.14
H8
Quality
H9
Hypothesized & Significant Paths
Non Significant Paths
H1a:0.27
H1b:0.53
H2b:0.11
H2a:0.17
H5b:0.11
H5a:0.17
H3a:0.13
Figure 1: Conceptual Model
 
 
Moderating Tests of Destination Equity 
 
The model specification required a test of the moderating influence of destination equity on the relationship 
between satisfaction, trust and loyalty constructs. To test the moderating effect, a multi-group path analysis was 
employed (Bagozzi and Yi, 1989). The multi-group path analysis is a technique especially appropriate when the 
covariance matrices differ significantly across treatments (Voss et al., 1998). It also enables a simultaneous 
estimation of all hypothesized relationships across groups. This approach also allows for restricted models with 
systematic constraints on posited relationships. These restricted models can be evaluated for their fit to data on the 
basis of a chi-square statistic, non-normed fit index (NNFI) or Tucker-Lewis index (TLI), comparative fit index 
(CFI), and other indicators, including the root mean square error of approximation (RMSEA) (Marsh et al., 1996). 
 
Additional analysis was conducted to examine differences between the high and low destination equity 
groups. These differences were tested using a split-group analysis procedure (high versus low on the moderating 
variable) (Osterhus, 1997). The sample of 485 individuals was divided into two groups on the basis of the degree of 
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destination equity by using high versus low median splits on the destination equity variables. The moderating effect 
of destination equity was tested and observed the relative change in model fit (Osterhus, 1997). 
 
To assess the commonalities and differences between low and high destination equity groups, two 
alternative multiple sample models were estimated. First, a unconstrained model having no constraints across 
samples on the structural parameters was estimated. Then, a constrained model was estimated, in which the two 
relationships that were constrained to be equal across two samples. A significant interaction effect exists if the 
change in the chi-square value is significant. For the high versus low destination equity groups, the unconstrained 
model provided a Chi Square value of 838.98 (d.f. = 446, p < 0.000). Note that the Chi Square value and degrees of 
freedom are equal to the respective sums for the structural models estimated separately for the two samples. The 
model with equality constrains on the two common relationships provided a chi square value of 850.09 (d.f. = 449, p 
< 0.000). Of most interest here, though, was the rejection of the hypotheses that these two relationships were 
invariant across the two samples  (2 3 = 11.11, p < 0.05). According to the Table of critical value of Chi-Square, 
critical value at the alpha of 0.05 (confidence level of 95%) and degree of freedom of 3 is 7.82 (11.11 > 7.82). Thus 
the difference is statistically significant at a less than 0.05 which suggests that destination equity has a moderating 
impact on the previously hypothesized relationships. 
 
Results of Moderation Tests 
 
The resulting unstandardized parameter estimates are presented in Table 4, revealing that the moderating 
effect of destination equity was apparent in the posited relationships between the mediating variable of satisfaction 
and the endogenous construct of loyalty at the significant level of 0.001. Of the two proposed relationships testing 
moderating effects of destination equity, only one hypothesized relationship was statistically significant and in the 
hypothesized direction. When comparing across groups, unstandardized comparisons are recommended because 
indicators may have different variances, measurement error terms, and disturbance terms (Ping, 1995).  
 
The findings indicate that the moderating effect of destination equity on the relationship between 
satisfaction and loyalty was significantly apparent in both groups but the magnitude of parameter estimates in the 
high destination equity group (b = 0.564, t = 4.664) was greater than in the low group (b = 0.416, t = 5.038). This 
finding provided support to H8. In contrast, no support for a moderating effect of destination equity on the influence 
of trust on loyalty was found, as evidenced by nonsignificant unstandardized parameter estimates for both the low (b 
= 0.044, t = 0.389) and high (b = 0.080, t = 0.711) destination equity groups. Thus, H9 was not supported.  
 
 
Table 4:  Summary of Hypotheses Testing Results Showing Moderator Effects of Destination Equity 
   High 
destination equity 
Low 
destination equity 
Unstand Est. t-value Unstand Est. t-value 
H8 Satisfaction Loyalty 0.564 4.664 0.416 5.038 
H9 Trust Loyalty 0.080 0.711 0.044 0.389 
Model Goodness-of-fit statistics: Chi-square = 838.98, Degrees of freedom = 446, 2 / df = 1.88, p value = 0.000, GFI = 
0.844, AGFI = 0.791, RMSR = 0.106, TLI = 0.937, CFI = 0.949,  NFI = 0.898 and RMSEA = 0.049  
 
 
DISCUSSION AND CONCLUSION 
 
It can be concluded that three out of five dimensions of perceived value have an effect on satisfaction and 
trust. Behavioral price has no effect at all on satisfaction and trust; while monetary price has effect solely on 
satisfaction. Considering the relative importance of each dimensions of perceived value, the quality dimension 
becomes the most important, followed by reputation, emotional value, and monetary price respectively. The result is 
consistent with empirical studies (Sanchez-Garcia et al., 2007) and makes intuitive sense. Since quality is what we 
want from the product/ service, the core service itself. The quality is consistent with functional value (Moliner et al., 
2007). The reputation is consistent with social value, the way the service is perceived as having status or not. 
Emotional value is undeniable attribute since all spa customers not only seek treatment but also seek sense of 
happiness.  
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Moreover, the findings support the effect of destination equity on the link from satisfaction to loyalty but 
not from trust to loyalty. When destination is perceived as having high equity, the more likely it is for the product 
sold by destination to be favored by customers. People‟s beliefs about a specific country affect their behavior in 
relation with products originating in this country (Parameswaran and Pisharodi, 1994). 
 
MANAGERIAL IMPLICATION 
 
The findings suggest that marketers of spa business can increase customer loyalty by providing four 
dimensions of value. First and most important dimension is quality which can be achieved by providing reliable and 
consistent quality. Secondly, marketer should build good reputation and status of spa business. Thirdly, marketer 
should focus on increasing emotional value by making spa experience a sense of joy and happiness. Finally, spa 
offering should be fairly priced and be a good bargain (Petrick, 2004). Apart from spa marketer, tourism marketer 
plays vital role in creating destination equity (awareness and image). Tourism marketer of Pattaya should project 
image of Pattaya as friendliness and hospitality. Furthermore, the governor of Pattaya should educate the critical role 
of being friendly and helpful host and encourage local people to have service mind toward tourists. 
 
LIMITATIONS 
 
Since the current study was limited to spa business during one time a year in one destination only, the 
current results can not be generalized. Although the theoretical model is supported by the literature review, it is 
necessary to strengthen the conclusions by applying them to other situations (Hernandez-Lobato et al., 2006). The 
study was further limited by not examining the impact of objective price on perceived value (Petrick, 2004). More 
research is necessary to determine other variables such as being first timers or repeaters, cultural differences and 
differences in socioeconomic background. Another limitation is that the current research only examined attitudinal 
loyalty in stead of behavioral loyalty or a composite one.  
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